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[Kent Paterson is a public radio producer and journalist. He wrote Hot Empire of Chile, an
investigative look at New Mexico's chile-pepper industry].
Entering its second decade, the North American Development Bank (NADbank) is expected to
remain one of the key players on the border-development scene. NADbank, a bilateral financial
institution based in San Antonio, Texas, was created in 1994 as a adjunct agency of the North
American Free Trade Agreement (NAFTA). The institution was envisioned as a key funding
mechanism to construct water, sewer, and sanitation services along a 100-km wide swath of the USMexico border, where public health and environmental considerations have been a major concern.
Initial estimates placed infrastructure needs on both sides of the US-Mexico border at about US
$7 billion to US$7.6 billion, said a 1995 report by the Albuquerque-based Southwest Research and
Information Center (SRIC). As of early 2002, the NADbank had loaned or granted only US$379
million for 43 basic infrastructure projects in the US and Mexico, according to a recent NADbank
report. Of these projects, 27 were in the US and 16 in Mexico.
Still, financially pressed states and municipalities have found the bank's support indispensable in
their bid to deliver services to fast-growing populations, especially in poor settlements known as
colonias. The bank has traditionally acted as a lender of last resort for communities along the USMexico border that need supplemental funding to complete a project like a water utility and will
often turn to the NADbank for financing. "They can come to us and we'll work with them," said
Scott Storment, a senior program development officer at the NADbank.

Bank funding boosts recent projects in Texas, Chihuahua
Several recent examples exist where the bank has contributed to promoting improvement in
the standard of living for some communities along the US-Mexico border. In September 2002,
authorities in El Paso, Texas, celebrated the US$37.8 million expansion of the Jonathan W. Rogers
Water Treatment Plant on the rapidly growing east end of El Paso County.
The project involved the addition of water-treatment capacity, allowing the El Paso Water Utilities/
Public Service Board to increase the treatment of river water from the Rio Grande for drinking and
other purposes from 40 million gallons to 60 million gallons a day. Furthermore, the expansion
helped El Paso reduce its dependence on an underground aquifer that is expected to dry up within
the next 25 years, said utility spokeswoman Karol Parker.
Also late last year, Chihuahua state officials kicked off a new project supported by NADbank
funding in the small community of Puerto Palomas, directly across from Columbus, New Mexico.
The project, financed by a US$1.88 million grant administered by the NADbank, involves
construction of a new and expanded sewerage system that will serve more than 8,000 area residents.
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"Through the joint efforts of municipal, state, federal, and international organizations, especially the
North American Development Bank, we will be able to set a clear course for the population that is
being called upon to make this a great border, one that has grown rapidly and will continue to grow
in coming years," said Chihuahua Gov. Patricio Martinez.
Like other NADbank-administered projects launched under the aegis of the Border Environment
Infrastructure Fund (BEIF), funds for the Puerto Palomas Wastewater Collection and Treatment
System Improvement Program came from the US Environmental Protection Agency (EPA). Since
its inception, the BEIF has been the cornerstone of new basic-services projects in the borderlands.
EPA financing of the fund climbed to US$252 million through 2000. But funding from the EPA and
other complementary sources could be tight in coming years, with both the Mexican and the US
governments confronting less-than-expected tax revenues and budget deficits. This could mean that
the NADbank would be unable to finance the estimated US$2 billion in basic border infrastructure
improvements needed through 2005.
Even though Mexican border communities are in desperate need of more infrastructure, the high
cost of living combined with low wages prevent local utility companies from raising funds from
higher fees. Recent attempts by the Comision Federal de Electricidad (CFE) and the Comision
Nacional de Agua (CNA) to raise fees have been met by strong protests in various communities
along the US-Mexico border. As part of the protests, diverse groups have blockaded international
bridges and federal highways.
Storment said the challenge in Mexico is to create new revenue streams through local taxes and
other sources of revenue. "That also plays into local utilities and water and wastewater, because you
have to pay a bill," said Storment. "And if you're not paying an adequate bill, then the system won't
run well in the next year, five years, or whenever it catches up with you."

Bank expanding its mandate
Bank staff have been assessing hard lessons drawn from nearly eight years in border development.
Topping the list of problems that have been identified are the lack of master planning and training
on the part of local entities to operate utility systems; inadequate revenue flows to keep systems
functioning; and, especially in Mexico, resistance to user-fee increases. At the same time, developing
"human infrastructure," or training people to run utility systems professionally, is a crucial part of
the bank's mission, Storment said.
While sorting out the potential difficulties stemming from infrastructure development, the
NADbank and the Border Environment Cooperation Commission (BECC) the binational US-Mexico
body that certifies NADbank projects have expanded their original mandate and focus from water
and sewerage systems to encompass clean air, water conservation, transportation, solid waste,
renewable energy, and other environmental priorities. Funding wind farms for power generation in
Mexico and the US is now even on the bank's agenda.
Most recently, Mexican and US authorities pulled the NADbank into the long-running Rio Grande
water dispute between Mexico and the US when they included the institution in an agreement
reached in mid-2002 to make US$80 million from the bank available for irrigation and water©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 52853
ISSN: 1054-8890

conservation projects in both countries. The US and Mexico have been engaged in a bitter dispute
over a 1944 treaty that stipulates that Mexico give water from the Rio Grande in exchange for the US
giving water to Mexico from the Colorado River. The US has accused Mexico of reneging on its side
of the bargain (see SourceMex, 2002-04-17, 2002-05-29 and 2002-10-09).
There are two other cases of the broadened NADbank focus that will benefit border residents: one
in Agua Prieta, Sonora, the other in Ciudad Juarez, Chihuahua. In both cases bank money will help
pave the streets, which are plagued by health and environmental hazards from dust. Storment said
dust from unpaved streets in Mexico carries particulate matter PM 10, which affects communities on
both sides of the border. "A lot of that dust is coming from Mexico and a lot of that is coming from
unpaved streets and neighborhoods that never had paving," said Storment.
Another, lesser-known program connected to NADbank funds is trade-related job-loss retraining
and small-business creation in the US and Mexico. The bank's recently developed Community
and Business Support Program has touched regions deep in the interior of Mexico. As of the end
of March 2002, the NADbank had authorized spending about US$7.3 million for environmentalimprovement and business-promotion projects in the Mexican states of Colima, Oaxaca, Puebla,
Sinaloa, Tamaulipas, Veracruz, and Zacatecas.
In Mexico, the funds earmarked for this program are administered by the government's publicworks financial institution, the Banco Nacional de Obras y Servicios Publicos (BANOBRAS). In
contrast to the NADbank's initial projects in the infrastructure sphere, which relied heavily on
partnerships with government entities, the private sector is expected to play a larger role in coming
years with the new projects on the drawing board, Storment said. The NADbank's shift has not
come without debate.
Supporters of expanding the NADbank's original mandate argue that the institution should be
empowered to tackle glaring environmental problems prevalent on a number of fronts. Critics
of the proposed change worry resources to do both jobs adequately are insufficient as needs
continue to grow. The bank, which has succeeded to some extent in increasing the number of
sewer lines and water hookups, is struggling to keep up with the rapid growth of colonias on both
sides of the international line. In one recent case, thousands of squatters, known as paracaidistas,
swooped seemingly out of nowhere and installed themselves on land without utilities close to the
international airport in Ciudad Juarez.

-- End --
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